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NORWAY - KEY ECONOMIC INDICATORS 
All values in U.S.$ million and represent period averages unless otherwise indicated. 


Exchange Rate: 
U.S. $1.00 = NKr. 5.00 


BALANCE OF PAYMENTS AND TRADE 
Net Gold & For. Exch. Reserves 2, 746 3,500 SS 2705 3,000 
External Central Govt. Debt sO HTT BBG 00 


Period Jan. = Oct. 


Sources: Central Bureau of Statistics, Ministry of Finance, Bank of Norway. 





SUMMARY 


The Norwegian GNP should grow by 4% in 1980. Private and public con- 
sumption expenditures will be slightly higher in 1980 than in 1979. 
Exports will increase $1 billion over the $18.1 billion registered in 
1979. Imports will be about $400 million over the 1979 figure of 
$18.1 billion. Crude oil and gas exports will increase at least $4 
billion over 1979's $4.4 billion level. The trade balance is expected 
to show a surplus of $2.4 billion in 1980, compared to 1979's surplus 
of $600 million. The deficit on invisibles, largely due to transfers 
of dividends and central government debt servicing, will increase from 
1979's $2.2 billion to $2.8 billion. Although the Government now pro- 
jects a current account deficit for 1980 of $360 million, growing 
receipts from petroleum exports may push the current account into 
surplus. If Norway registers a current balance surplus it will be the 
first one since 1969. The outlook for U.S. sales is good. 


Introduction 


Reacting to an overly heated economy, the Government in 1978/79 took a 
number of steps designed to cool off the economy, to correct a persis- 
tent balance of payments deficit and to regain Norwegian competitive- 
ness. To a large extent this policy was successful. In 1979 real GNP 
grew only 2 3/4 percent or roughly in line with growth in the OECD 
area as a Whole. Excluding oil and shipping, the growth in mainland 
Norway's GNP was only 112 percent in 1979. Because of credit restric- 
tions, domestic demand was low throughout 1979. In 1979 the value of 
Norwegian exports overall grew by about 12 percent. Oil and gas 
exports increased about 20 percent. Exports of chemicals, paper and 
pulp, iron, steel, aluminum and ferro-alloys were strong. 


Many uncertainties face the Norwegian economy in 1980. First is 
whether the Government can move from its highly successful wage/price 
freeze, which kept inflation below 5 percent in 1979, to a guidelines 
policy and still keeps inflation in check. The outcome of the wage 
negotiations in the first quarter of 1980 between the Confederation of 
Labor (LO) and the National Employers Association (NAF), will be a 
major determinant in this. The LO-NAF settlement will establish a 
ceiling for all union and non-union wage settlements in 1980. Whether 
"wage drift," which traditionally has accounted for 50% of wage 
increases, can be successfully contained under a guidelines policy is 
uncertain. Although significant strides have been made to regain Nor- 
wegian competitiveness, continuing efforts are demanded if Norway is 
to gain a greater share of export markets. 
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Economic planners are also conscious of the artificialities that can 
occur in an economy during an extended economic freeze period. 
Throughout 1980 and 1981 increasing attention will be paid to how the 
now tightly regulated Norwegian economy can be de-regulated without 
experiencing a wage/price explosion. 


The effects of higher oil prices am the Norwegian economy and their 
depressant effect on the economies of Norway's major trading partners, 
also clouds the economic crystal ball that Norwegian policy makers 
peer into. While the Norwegian GNP and oil sector profit from higher 
energy prices, rising energy prices translates into increased import 
costs for import dependent industries and, in the absence of counter- 
vailing government measures such as tax relief and/or subsidies, can 
result in a reduction in real income for most wage-earners. 


Higher growth in 1980 

Despite these uncertainties, the Norwegian economy, with its projected 
high level of exports, increased capital spending and higher industrial 
production, enters 1980 in relatively good shape. The GNP is expected 
to increase more than 4 percent (to $45 billion), and Real Disposable 


Income (RDI) by 6 percent in 1980. This compares to a 3 percent and 4 
percent increase in GNP and RDI in 1979. 


In 1980 sharp increases in the export value of crude oil and natural 
gas along with higher level of exports of manufactured goods will lead 
to an estimated surplus of $2.4 billion in the balance on goods and 
services. Production to rebuild inventories, which were run-down in 
1978 and 1979, and to satisfy foreign and domestic demand should be 
strong in 1980. The 1979 production profile of Norwegian industry was 
uneven. For example, while the value of export goods production 
overall increased by approximately 12 percent (and once again reached 
the levels established in 1974 and in 1976/77), consumer goods produc- 
tion increased less than 2 percent, and production of capital equip- 
ment fell by 3 percent. The 1980 forecast of a 12 percent increase in 
the value of merchandise exports (not including offshore petroleum, 
petroleum platforms and ships) compares with a 27 percent rise in 
1979. The volume growth of merchandise exports is projected to 
increase 3.7 percent in 1980. 
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Low growth in the economies of Norway's major trading partners will 
hurt the volume and value of Norway's exports of manufactured goods. 
Import growth in Norway's major trading partners is projected to decline 
from 5 percent in 1979 to 3 percent or lower. Exports to Sweden and the 
Federal Republic of Germany, which respectively purchase 12 percent and 
16 percent of Norwegian export goods, will weaken slightly. Austerity 
measures’ in the United Kingdom, which takes 35 percent of Norway's 
exports (more than one-half of which is currently accounted for by 
offshore oil and gas landed in UK terminals), and Denmark will hurt Nor- 
wegian exports. Although only 5 percent of Norway's exports go to the 
United States, the forecast U.S. economic recession, because of its 
over-all impact on world trade, will affect the Norwegian economic 
performance substantially. 


C b deficit d iia ain i ib] 


Strong demand for Norwegian exports, rising oil production and prices, 
and the improved competitive position of some segments industry have 
drastically narrowed the Norwegian current account deficit which, 
peaked in 1977 at $5.2 billion, or 14 percent of GNP. In 1979 the 
deficit-is expected to shrink to $1.0 billion or 2.3 percent of GNP. 
Rising oil prices make a surplus a real possibility. A surplus in the 
trade account and a deficit of $360 million in the current account is 
predicted for 1980. The value of exports is expected to rise 18 per- 
cent, that of imports, 10 percent. 


Norway's net foreign debt will increase by $360 million. Thus, the 


country's net foreign debt, already $20 billion, will continue to grow 
next year, albeit at a decreasing rate. There is no doubt about the 
ability of Norway and the concerned companies to service and repay 
this debt, most of which is front-end borrowing for off-shore petro- 
leum investments. The Central Bank's reserves reached their highest 
level ever in October 1979, at $4.0 billion. This represents foreign 
exchange for about 2.6 months' worth of imports. 


Despite the favorable current account balance situation, the 
strengthening of which ig due heavily to the jump in increased hydro- 
carbon export earnings, the current balance for "Mainland Norway" 
(i.e., excluding oil and shipping), suggests a different trend. The 
deficit in this balance is expected to be $5.6 billion in 1979, and $6 
billion in 1980. 


As the overall balance of merchandise trade moves into surplus, the 
deficit on services and transfers continues to grow - from $1.8 billion 
in 1978 to an anticipated $2.8 billion in 1980. Dividends and payments 
for services to the oil sector are the largest components of this growth. 





Norwegian petroleum production will reach 50 million tons of oil 
equivalents (mtoe) in 1980. Much of this increase will come from the 
Statfjord field, the North Sea's largest oil field, which came om- 
stream in November 1979. Norwegian consumption of about 9 mtoe 
annually, is not expected to change significantly; thus Norway will 
be a net exporter of about 40 mtoe in 1980. Assuming North Sea crude 
oil prices of about $30 bbl, the value of petroleum exports is 
expected to be about $8.5 billion in 1980 versus $3.2 billion in 1979. 
This will account for 35 percent of total export earnings, and about 
15 percent of GNP. Increased energy export earnings will account for 
nearly half of the forecast 4 percent GNP growth in 1980. 


Previously expressed concerns about a slump in capital spending in the 
petroleum sector in the early 1980's have abated. Increased hydrocar- 
bon prices and new finds have now made the early development of a 
number of fields, previously considered marginal, attractive proposi- 
tions. A decision in 1980 is expected on the construction of a mjor 
gas collection and distribution pipeline to connect the Statfijord gas 
fields and adjacent fields, either directly or indirectly, to continen- 
tal Europe. A record ten drilling rigs are drilling exploratory wells 
in blocks awarded during the fourth Concession Round in April, 1979. 
Exploratory drilling starts north of the 62nd parallel in 3 blocks off 
the coasts of Trgndelag and Troms in the summer of 1980. Construction 
of the Statfjord 'C" production platform, costing over $2 billion, is 
expected to begin sometime in 1981/82. These developments should keep 
the demand for off- and on-shore supplies and services high throughout 
the first half of the 1980's. 


Shippi 


The prospects for the Norwegian merchant fleet, the world's sixth 
largest, improved substantially through 1979 as a result of rising 
freight rates. During the last two years the merchant marine has been 
reduced 20 percent (to 21.8 million gross registered tons) mstly 
through the sales of older and less efficient ships. At present less 
than 3% of Norwegian capacity is idle. The gross earnings of the 
shipping sector in 1979 were $4.2 billion - up 16.4 percent. Earn- 
ings in 1980 are expected to show a moderate increase in the 7% to 
10% range. 





Slight increases in capital investment and private and public consump- 
tion are expected in 1980. Following declines in 1978 and 1979 in 
capital spending, investment spending in the latter part of 1979 was 
about 9 percent higher (on a seasonally adjusted basis) than throughout 
1978 and the first half of 1979. The index of domestic orders to the 
engineering industry indicative of capital spending trends, after 
bottoming out in 1979, is pointing up. Capital investments in mnu- 
facturing are expected to increase 24 percent in 1980. The traditional 
export industries (metals, paper and pulp, ship-building and 
industrial machinery, will provide the impetus for much of the invest- 
ments. By contrast, investments in building and construction is 
expected to show no real growth after declining 5 percent in 1979. 


Production of consumer goods should increase slightly following 
stagnation in mich of 1978 and 1979. Notable increases in production 
of consumer goods in the first three quarters of 1979 were recorded 
for textiles and for furniture. In the case of textiles, the Govern- 
ment's imposition of global quotas may have helped the domestic 
industry increase its market shares. Those quotas, which were to have 
expired at the end of 1979, will be extended through at least the 
first half of 1980. 


The Government's National Economic Budget estimates that the volume of 
gross fixed capital formation will increase about 2 percent in 1980. 


Aggregate investment as a percentage of GNP will fall from about 27 
percent in 1979 to 26 percent in 1980, primarily because of increased 
oil production. Aggregate production in manufacturing industries is 
projected to increase 2-3 percent in 1980, following a 2 percent rise 
in 1979. 


The strength of consumer demand is uncertain. Consumers' real income 
for 1979 has, on the average, remained about constant from the year 
before and net household savings appear to have increased, probably 
reflecting rising real interest rates. The Government expects a 1.5 
percent increase in consumer spending in 1979, and 2 percent in 1980. 
Actual consumer spending in 1980 will depend to a great extent on con- 
sumer perceptions of inflationary tendencies. Internal and/or exter- 
nal inflationary pressures could spark a wave of consumer purchases 
from savings which now are at record levels. 
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Employment. 


Registered unemployment stood at 1.2 percent of the labor force 
(20,000 persons) in October 1979, compared to 1.4 percent one year 
earlier. The number of employed persons increased 2.6 percent to 
1,800,000 from the third quarter of 1978 to the third quarter 1979. 
For 1980 the employment picture is expected to remain about constant. 


I i Int tional Competiti 


Since 1978 the Government has introduced a series of measures to help 
correct the significant losses in Norwegian competitiveness which 
occured in the 1975-77 period. These included a tighter monetary and 
eredit policy, the 15 months wage/price freeze, and, the February 1978 
devaluation of the krone. Some significant successes have been 
achieved. The relative index of unit labor costs in Norwegian manu- 
facturing industry (compared to Norway's major trading partners) 
declined a total of 15 percent in 1978 and 1979. At the same time, 
these costs are still 13 percent higher in relation to competing 
countries than they were in 1970. For 1979 an expected 4-5 percent 
increase in labor costs in manufacturing will be offset by a rise in 
labor productivity. Since oe half of Norway's energy consumption 
comes from hydro electric power, further competive gains are likely to 
be reaped, particularly in energy extensive industries such as ferro- 
alloys, copper, zinc and pulp. Nonetheless, a need to rationalize and 
modernize the structure of Norwegian industry by consolidating relati- 
vely inefficient units, by reducing governmental industry and wage 
subsidies, and encouraging greater labor mobility, is evident. 


Subsidies 


The Government has made some efforts to reduce the level of its 
industrial selective support schemes. In 1977, industrial subsidies 
and loans of all types amounted to $769 million, in 1979 this figure 
was reduced to $560 million, and for 1980, the figure is projected to 
be $366 million. The projected reduction in subsidies reflects a de- 
emphasis on subsidies for shipyards and less wage support for several 
industrial sectors. The GON hopes to phase out its subsidies to the 
shipbuilding sector by 1982. Its current efforts to reduce wage sub- 
sidies is running into opposition from the major opposition political 
parties, which command a majority in the Storting and favor a con- 
tinuation of wage and certain other subsidies. 
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Government economic policy for 1980 


The Government's 1980 economic policy seeks to balance a number of 
objectives -- low inflation, full employment, improved balance of 
payments position and maintenance of a high living standard with a 
socially equitable income distribution. One important element in the 
Government's tight economic management policy in 1980 is the newly 
enacted wage regulation law, the successor mechanism to the wage/price 
freeze which expired on December 31, 1979. This law requires that all 
wage settlements of union and non-union workers in 1980 conform to 
guidelines to be worked out between the Norwegian Confederation of 
Trade Unions (LO) and the Norwegian Employers Association (NAF), in 
negotiations in the first quarter of 1980. The LO wants a 12% overall 
increase in nominal wages for the one year April 1980/81 period. This 
is predicated on the 5% inflation rate in 1979 and an expected 7% 
inflation in 1980. (LO also wants an escalator clause to reflect the 
actual 1980 inflation rate if it should be more than 7% in nominal 
earnings.) A 12% settlement, LO claims, would restore workers' real 
earnings to the 1978 level. Whether this agreement will also cover 
"wage drift" (wage adjustments during the contract period), is uncer- 
tain. A high degree of wage drift could undermine a tight LO-NAF 


agreement on wages. 


The GON's Price Directorate is expected to control prices stringently. 
Price increases based on the higher cost of imported materials will be 
permitted. Monetary and credit policies are expected to be tight in 


1980. The Central Bank's discount rate is at an all-time high -- 9 
percent. The liquidity of commercial banks, which is at record high, 
is being restrained by Government controls. In addition, loan commit- 
ments by state-controlled banks are being tightened, but actual loan 
disbursements will increase in 1980 because of 1-2 years lag between 
the commitment and disbursement. 


Fiscal policy for 1980, despite the Government's objective of 
restraining demand, is slightly stimulatory. Public consumption is 
estimated to rise more than 3 percent in 1980. Central Government 
expenditures will grow 13 percent in 1980, and the budget deficit will 
widen. Foreign debt service will account for mre than half of the 
increase. Since these payments are made abroad,the budget deficit is 
not as expansive as the aggregate figures suggests. The other major 
component of the increase will go to balance the social security 
budgets. Tax policy is designed to encourage savings, redistribute 
income and discourage consumption. Personal and child deductions will 
be increased for lower income persons and families. The Government 
will receive an increased share of its revenue from indirect taxes - 
as opposed to income taxes. 





Implicati for the United Stat 


In Norway, both on and off shore, the U.S. continues to be a 
supplier of key importance. Norwegian purchases of U.S. goods 
totalled $816 million in the first ten months of 1979 compared 
to $683 million for the same period in 1978, an increase of 16 
percent. This reflects a pick-up in the tempo of the Norwegian 
business cycle and a renewed interest in U.S. equipment of all 
types ranging from high technology machinery for use in all 
sectors of the Norwegian industry. The affordable dollar should 
continue to increase the attractiveness of U.S. products in 

1980 and beyond. 


The Norwegian oil sector will continue to demand the latest in 
sophisticated technology to cope with exploration and drilling 
north of the 62nd degree latitude scheduled to begin in the 
summer. Drilling at deeper depths than ever before (325 meters) 
and collecting oil in a challenging environment will demand the 
newest in technology and presumably the bulk of this will have 
to come from U.S. sources. In addition, the continuing demands 
of the oil sector for sophisticated control and process equip- 
ment below the 62nd parallel will be highlighted by the GON's 
decision to proceed with the Statfjord "C" drilling platform. 
This platform, which is estimated to cost more than $2 billion, 
will provide numerous opportunities for U.S. suppliers of goods 
and services. 


For the shipping sector, Norway will continue to seek the highly 
specialized navigation and safety equipment for incorporation in 
in her merchant fleet. Management, anxious to reduce the 
relatively high production costs of mainland Norwegian industry, 
will continue to seek ways to increase productivity by greater 
use of automated and capital intensive production methods. 


The U.S. role in other areas of the Norwegian economy both because 
of the presence of U.S. subsidiaries and U. S. exports remains 
strong. Norwegian imports of industrial and transportation 
machinery account for nearly 50 percent of all U.S. products 

sold in Norway, and we expect this trend to continue. U.S.-made 
process control equipment, communications equipment, laboratory, 
scientific and engineering instruments, computers and peripherals, 
electronic components, and printing/graphic arts equipment all 
have good long-term sales growth potential. 
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In the agricultural field, the U.S. remains a key supplier of 
grains and soybeans - the latter product alone accounted for some 
$80 million in U.S. sales in 1979. The Norwegian Grain Board was 
quick to take advantage of depressed grain prices caused by the 
U.S. embargo on sales to the Soviet Union and purchased supplies 
for its domestic requirements in January. As Norwegian tastes 
change and per capita income increases, the market for U.S. food 
products from soup to nuts should be even more buoyant, in spite 
of Norwegian government protectionist policies for many local 
producers. 


The Embassy, working closely with the U.S. Department of Commerce 
and its field offices, can help U.S. producers identify areas 
of particular promise. 


# U.S. GOVERNMENT PRINTING OFFICE: 1980—311-056/266 





4.4 hm 
Wie 


TAKE A 
TOUR OF 
POTENTIAL 
MARKETS 
WITH 


ea 
HUA LS 
REPORTS 


(Single copies are available for $1.25 each 
U.S. Department of Commerce, Washi 5 


TRAVEL with Overseas Business Reports 
(OBRs)—60 a year—to get detailed information on 
overseas trade and investment conditions and 
opportunities. 


SEE the OBR Marketing In series for information 
about a selected foreign country’s 


trade patterns 

industry trends 

distribution channels 

transportation facilities 

trade regulations 

prospects for selected U.S. products 


SEE the OBR Market Profile series for an economic 
digest of countries in a particular marketing region. 
Take a look at the country’s 


foreign trade 

foreign investment 
finances 

economy 

basic economic facilities 
natural resources 
population 


SEE the OBR World Trade Outlook series for a twice- 


a-year analysis of U.S. export prospects to a// major 
trading countries. 


VIEW other special reports such as: 


Appraisal of China’s Foreign Trade Policy 

Basic Data on the Economy of the Soviet Union 

A Business Guide to European Common Market 

A Guide to End Users and Research Organizations 
in Hungary 

e Quarterly statistics reports on U.S. foreign trade 


START your tour now for only $40 a year by mailing 


the coupon below. 


the Publication Sales Branch, Room 1617, 
.C. 20230.) 


(please detach here) 


SUBSCRIPTION ORDER FORM 


ENTER MY SUBSCRIPTION TO OVERSEAS 
BUSINESS REPORTS at $40 a year. 
Add $10 for foreign mailing. 


Send Subscription to: 


its possessions. 


NAME—FIRST, LAST 


No additional postage is required for 
mailing within the United States or 


0 Remittance Enclosed 
(Make checks payable 
to Superintendent of 
Documents) 


0 Charge to my Deposit 
Account No. 


COMPANY NAME OR ADDITIONAL ADDRESS LINE 


STREET ADDRESS 


STATE 


MAIL ORDER FORM TO: 
Superintendent of Documents 
Government Printing Office 
Washington, D.C. 20402 





